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Affordable Care Act

ωMore insured

ωReduced FFS price (relative to 
costs)

ωNew accountable care payment 
models

MACRA

ωReduced FFS payment to 
physicians

ωValue based incentives (MIPS)

High Deductible Health 
Plans

ωIncreased focus on value with 
patients becoming consumers 

ωValue = Quality/Cost

Underinsurance

ωIncreased bad debt/charity care

Recovery Audit Contractors 
(RAC)

ωFocus on reducing short stay 
inpatient admissions

Reduced Re-admissions

ωResult of Value Based Payment 
program

Accelerating shift to 
outpatient care

ωTransition from traditional 
inpatient focused hospital care to 
outpatient care

Market Consolidation and 
New Entrants

ωAetna/CVS

ωWalmart/Humana

ωEtc.

Market Overview ðMarket Events

MARKETOVERVIEW TRANSITION FRAMEWORK STRATEGIES
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Growth of High Deductible Plans
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Reduced Readmission Rates
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Å CMS: 2,665 PPS hospitals to receive penalties in fiscal 2016
(Source: http://www.modernhealthcare.com/article/20150803/NEWS/150809981) 

Source: http://www.hhs.gov/blog/2016/02/24/reducing-avoidable-hospital-readmissions.html
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Market Overview ðResults
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Source: Kaiser State Health Facts, kff.org
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Source: "Health Policy Brief: Medicare's New Physician Payment System," Health Affairs, April 21, 2016.

http://www.healthaffairs.org/healthpolicybriefs/

MACRA ðRate Changes Summary
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Service Area

Å Coverage Expansion

Å By 1/1/14, expand Medicaid to all non-Medicare eligible individuals under age 65 with 
incomes up to 133% FPL based on modified AGI 

Å /ǳǊǊŜƴǘƭȅΣ aŜŘƛŎŀƛŘ ŎƻǾŜǊǎ ƻƴƭȅ пр҈ ƻŦ ǇƻƻǊ όҖ млл҈ Ct[ύ

Å мс Ƴƛƭƭƛƻƴ ƴŜǿ aŜŘƛŎŀƛŘ ōŜƴŜŦƛŎƛŀǊƛŜǎΤ Ƴƻǎǘƭȅ άǘǊŀŘƛǘƛƻƴŀƭέ ǇŀǘƛŜƴǘǎ

Å FMAP for newly eligible:  100% in 2014-16; 95% in 2017; 94% in 2018; 93% in 2019; 90% 
in 2020+ 

Å Establishment of State-based Health Insurance Exchanges

Å Subsidies for Health Insurance Coverage

Å Individual and Employer Mandate

Å Individual Mandate repealed as part of Tax Cuts and Jobs Act (12/19/2018)

Å Provider Implications

Å Insurance coverage will be extended to 32 million additional Americans by 2019

Å Expansion of Medicaid is major vehicle for extending coverage

Å May release pent-up demand and strain system capacity

Å Traditionally underserved areas and populations will have increased provider competition 

Å Have insurance, will travel!

Market Overview ðHealthcare Reform
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Service Area

Å Medicare and Medicaid Payment Policies

Å Medicare Update Factor Reductions

Å Annual updates will be reduced to reflect projected gains in productivity  

Å Medicare and Medicaid Disproportionate Share Hospital (DSH) Payment Reductions 

Å Medicare Hospital Wage Index

Å Independent Payment Advisory Board (IPAB)

Å Charged with figuring out how to  reduce Medicare spending to targets with goal of 
$13B savings between 2014 and 2020

Å Summary Impact

Market Overview ðHealthcare Reform
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Å The Final rule also would increase IPPS payment rates by 1.85 percent, and the base 
rate for long-term care hospitals (LTCHs) by 1.15 percent

Å Breakout of increase among hospital categories:

2019 IPPS Proposed Rule 4-24-18/Finalized 8 -2-18 

Sources: 2019 IPPS proposed rule
things to know, Emily Rappleye, 4/25/18 https://www.beckershospitalreview.com/finance/cms-releases-2019-ipps-proposed-rule-10-things-to-know.html; CMS Fact Sheet 4/24/18  Fiscal 

Year (FY) 2019 Medicare Hospital Inpatient Prospective Payment System (IPPS) and Long Term Acute Care Hospital (LTCH) Prospective Payment System Proposed Rule, and Request for 
Informationhttps://www.cms.gov/Newsroom/MediaReleaseDatabase/Fact-sheets/2018-Fact-sheets-items/2018-04-24.html
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